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Representative John Patton, Chairman

Senator Drew Perkins, Vice-Chairman

Select Committee on Capital Financing & Investments
State Capitol

Cheyenne, WY 82002

RE:  Spending Policy Modification Recommendations
Dear Representative Patton and Senator Perkins:

In accordance with Wyoming State Statute 9-4-71 9(p), the State Treasurer, in consultation with the State Loan and
Investment Board, is to annually, not later than November 1, provide recommendations to the Select Committee on
Capital Financing and Investments regarding modifications to the spending policy for the earnings on the Permanent
Wyoming Mineral Trust Fund (PWMTF), the Common School Account within the Permanent Land Fund (CSPLF) and
the Excellence in Higher Education Endowment Fund (Higher Ed).

The Wyoming State Legislature established investment earnings spending policy reserve accounts for three of the state’s
permanent funds; the Permanent Wyoming Mineral Trust Fund (PWMTF), the Common School Account within the
Permanent Land Fund (CSPLF) and the Excellence in Higher Education Fund (Higher Ed Fund).

In the 2000 Session, the Legislature established annual spending policy amounts for earnings from PWMTF and the
CSPLF. To the extent earnings exceed the amount set in statute for the PWMTF , the excess flows to the PWMTF reserve
account. For the CSPLF, earnings in excess of the spending policy amount still flow to the Common School land income
account and School Foundation Program account; however, an automatic appropriation is made from “over the $200
million cap” in federal mineral royalties which would otherwise be deposited into the School Foundation Program account
in an amount equal to the excess earnings to the CSPLF reserve account. Monies in the reserve accounts are available to
supplement earnings for those years in which earnings fail to reach the spending policy amounts. If the reserve accounts
reach more than seventy-five percent (75%) of the spending policy amount, the excess reserves are placed in the
appropriate corpus. The purpose of these spending policies is to make the earnings flow consistent and to protect the
corpus from inflation.
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In the 2007 Session, an annual spending policy amount and a spending policy reserve account was established for the
Higher Ed Fund. Like the PWMTF spending policy and reserve account, to the extent earnings from the Higher Ed Fund
exceed the spending policy amount, excess earnings flow to the Higher Ed reserve account. Once the reserve account
reaches more than seventy-five percent (75%) of the spending policy amount, the excess reserves are placed in the Higher
Ed Fund corpus. The 2007 legislation also provided for a continuous appropriation from the Higher Ed reserve account to
supplement the spending from the earnings of the Higher Ed Fund in those years earnings fail to meet the spending policy
amount. (This automatic appropriation of funds from the PWMTF and CSPLF reserve accounts was repealed in 2004.)

During the 2010 Session, a footnote to the appropriations bill was approved (Chapter 39, Section 301) which stipulated
that no funds were to flow from these spending policy reserve accounts to the corpus of their respective accounts until
June 30, 2012. During the 2011 legislative session, Chapter 88, Section 301 repealed this provision for the PWMTF such
that funds were to once again spill over to corpus if the balance in the PWMTF reserve account exceeded the spending
policy amount.

Below is a summary of each of the reserve accounts at the end of fiscal year 2014,

PWMTF reserve account: During fiscal year 2014, total investment income that flowed into the PWMTF amounted to
$395,337,466, while the five percent spending policy amount for the PWMTF for fiscal year 2014 was $253,420,015.
Investment income was more than the spending policy amount, therefore, $141 ,917,451 flowed into the PWMTF reserve
account leaving a balance of $317,152,563. This ending balance exceeded seventy-five percent (75%) of the spending
policy amount by $127,087,552. This amount, therefore, spilled over to the PWMTF corpus leaving an ending balance of
$190,065,011 in the PWMTF reserve account at the end of fiscal year 2014.

CSPLF reserve account: Investment earnings flowing into the CSPLF for fiscal year 2014 amounted to $172,478,233
while the five percent (5%) spending policy amount for fiscal year 2014 was $107,624,856. Investment income exceeded
the spending policy amount by $64,853,377. This amount was deposited into the CSPLF reserve account leaving a
balance of $139,087,559. This ending balance in the reserve account exceeded seventy-five percent (75%) of the
spending policy amount by $58,368,916. Therefore, this amount was transferred to the CSPLF corpus at the end of fiscal
year 2014 leaving an ending balance of $80,718,642 in the CSPLF reserve account.

Higher Ed reserve account: The total investment income earned on the Higher Ed fund during fiscal year 2014
amounted to $6,727,157, while the five percent (5%) spending policy amount for fiscal year 2014 was $5,359,054.
Investment income exceeded the spending policy amount by $1,368,103 which was deposited into

the Higher Ed reserve account, leaving a balance of $5,369,033. This amount exceeded seventy-five percent (75%) of the
spending policy amount for FY 2014 by $4,019,290, this amount spilled over to the Higher Ed corpus. The ending
balance in the Higher Ed reserve account at the end of fiscal year 2013, therefore, was $4,019,290.

Based on the current five percent (5%) spending policies, the spending policy amount for fiscal year 2015 for the PWMTF
is $284,272,300, for the CSPLF it is $121,865,368 and for the Higher Ed it is $5,608,790.
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Attached are spreadsheets for each of the spending policy reserve accounts that display the spending policy calculations
for prior fiscal years, the spending policy amounts for fiscal year 2014 (highlighted in green), and the projected
calculations for fiscal years 2015 through 2020 (highlighted in yellow). Market value projections (in yellow) are
calculated by using the market values on 07/01/14 and adding any additional funds that are projected to flow into the
accounts during each fiscal year, while investment income projections are based on the October 2014 CREG estimates.
Projections are updated each year following the release the October & January CREG reports.

At this point in time, the State Treasurer does not have any recommendations for modifications to the current spending
policies for any of these funds.

If you or any member of your committee has questions, please feel free to contact me.

Sinqrely, /”
Sharon S. Garland (0
Deputy State Treasurer

Attachments

cc: Governor Matt Mead
Kari Jo Gray, Chief of Staff, Governor’s Office
Kevin Hibbard, A&I Budget
Matt Obrecht, LSO
Don Richards, LSO
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